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— Socw,lly Responszb e Investmg Wlth E T Fs

Funds associated W|th ectw!sm
are mcreasmgly tak[ng a: pae—
-Sive:approach:: B

»Socially responsnble mvestlng
(SRI) typically involves selecting -
stocks based .on factors such as a

company's- human-rights record and_
‘enwronmental |mpact in. addltion to 3.

i nancnal cor,
INDEXING s:deratfons 8
1" " "Some of the .
--&.'ETFS ' latest offer-
- ings-in this -

- category are mdex tracking ax-

‘change-traded funds, including Cl_ay;_ .
more/KLD -Sudan Free Large-Cap + -
" Core-ETF (KSF), launched late last. .

‘rponth,. and IShares KLD. 400 So-

“éial Index ETE(DSI), taunched in No-_.
“vembet: An ETF resembles a mutual

" fund but: trades onan exchange
- :hke a stock. i

““For SRl Investors, the new ETFs
" vestors 1o see exactly what’s in ‘the.

can mean broad dlversn‘“ cation, .

up-to-date information on fund hold-
ings, and: Iower_ expenses in a: fund__}
category; often.criticized; for its, high:: -
-1 Traditional ‘mutial funds are-re-

" -guired, to disclose portfolio holdmgs .
“ only four times a year. :

fees. But investors: considering
these funds stili need. to keep a
" close. eye on-costs, as.index-track--
ing socidlly responsible funds are:
often-much more. expensive than .-
'~ conventional index funds. '

And some:in the industry argue.... .

that active'stock selection can

-‘boost returns for soctally responsk
“ble funds and’ give managers more -

o leeway to push- for change at portfo— )
s ligicompanies.. : i

: Like. ,many passweiy managed
ft_m_ds ‘socially responsible index-

-tracking. funds .generatly offer lower -

fees than. thelr actively managed ri-

. vals. The average socially responsi-
. ble index fund charges annual ex-
fénses of 0.81% of fund assets,”

according to investmentresearch

" firm Morningstar, compared with

1.21% for the average Socially re-
sponsible actively managed fund. .

often far cheaper. Vanguard-Large-
*Cap ETF charges just 0.07%, for in-
stance, while the new Ciaymore a
-Sudan: Free ETF charges 0.5%.

8Since ETFs-generally reveal their
* holdings évery day, the recent index-

tracking SRI offenngs also’ aliow in-
portfolio, Wthh may be. a valuable,

benefit to investors keen to avoid;.
. say, alcohol :and gambllng stocks.

Still; som& SRI fans see advar-

- tpgés to-active .management. iy

the biggest names: in
fu pped-the indexing ap-
proach late-last vear. The Domini

But conventional:index funds are- -

Social Equity Fund stopped trackmg

the Domini 400" Social index and
adopted an active stock plcklng
strategy.

", Though the change caused the

. fund to raise its fees. to-1.15%,
from: 0. 95% ‘active management

gives the fund fiexibility to adjust
its weightings in particular holdings,

and “we've had much better per- -

formance,” since making the
switch, says Amy Domini, CEQ of

" Domini-Social Investments. .~ "

Over the long haul,. however, -

_.“there’s pratiy strong-evidence.that
“SRI indexes. perform very much-fike -
- the broader market,” says Thomas. = -
-Kuh, managing director of KLD' el
. -dexgs, which- offers a number.o so-'_ oy

ciatly responsibie indexes.

- But some .in‘the industry also be-- )
“lieve active rhanagement gives SR
“funds greater Ieverage in pushing

portfol:o companies’ management

.10 make sdcial:or enviranmentat poi-_ ‘
.. - ey changes. Active SRI managers.. - -
--often have larger:stakes in Individ-_. -

val- companies ‘and thus more :lever-

“age to_push for 'change, says
-“Sophia Collier, manager ‘of the ac-""’
- tively managed, socially responsible..
. Cltizens ‘Value Fund.-“From-arn:SRF-

- perspective, it's more ‘appropriate 1o

have an active strategy,” she says.
‘By Efeancr Laise




